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What Difference Does a Country Make ? Earnings by Soviets in the Soviet Union and in the United States Introduction
A major theme in the contemporary literature on emigration is the speed with which the assimilation of émigrés takes place and the factors which influence this process in the host country. An important element of success in the host country is the nature of background forces from the sending country, for example, own human capital, early patterns of career development, and family characteristics. Moreover, it is often argued that these background characteristics are important as a determinant of earnings in both the sending country and subsequently after emigration in the host country. Indeed, a critical issue in the adjustment process is the transferability of skills, especially those derived from, but ultimately used in, very different socioeconomic settings. An important case of emigration is those persons educated in the planned socialist economy of the former Soviet Union, but moving to and seeking economic success in the market setting of the United States.
In this study, we use the Soviet Interview Project (SIP) and the 1990 United States Census (Census) to identify and to track a sample of persons who emigrated from the Soviet Union to the United States. Beyond examining important basic characteristics of income change, an objective of this paper is to specify and to estimate earnings functions relating earnings in the Soviet Union and subsequent earnings in the United States to background factors derived from the Soviet experience.
Why should we be interested in the issues raised here ? Much of the evidence on the 2 success (or failure) of émigrés in a new setting relates to the influence of country background factors, and how those factors influence economic success (or failure) in the new host setting.
In this paper we track the same people (or a cohort) to understand who has succeeded (or failed), and the importance of an individual's specific country-of-origin characteristics, such as education, in determining outcomes. The issues raised here have implications well beyond the specific case examined. Our study considers the impact of background variables from a planned socialist setting subsequently influencing outcomes in a market setting. This is a pattern of mobility common in the 1990s. This paper is divided into six sections. In Section II we provide a brief survey of the literature relevant to our analysis. In Section III we provide a discussion of the methodology that will be used and the nature of the data. In Section IV we present an analysis of basic descriptive statistics. In Section V we turn to an analysis of earnings functions to discover what explanatory variables have been important, and how the importance of these forces has changed from the initial experience in the sending country to the subsequent experience in the host country. Finally in Section VI we summarize our findings and offer suggestions for further analysis.
II. Background: The Existing Evidence
There is a large body of literature relating to the forces that influence the success of émigrés in a host country (Chiswick 1986 , Schmidt 1994a . In addition to the importance of sending country characteristics (Borjas 1987) , country-of-origin characteristics are often said to be important proxies for adaptability in a host country. These issues have been examined in some 3 detail for the United States (Jasso and Rosenzweig 1986 , 1990 , Chiswick 1978 , Borjas 1992 ).
The work of Borjas and Chiswick has paid special attention to the issue of skill transferability from sending country to host country.
Since the 1960's there has been substantial immigration from the former Soviet Union (FSU) of major importance to both the sending country (Vishnevsky and Zayonchkovskaya 1994) and the major receiving countries, specifically the United States (Chiswick 1993) and Israel (Sabatello 1994) . Although the migratory flows varied over time with policy changes in the FSU (Freedman 1989) and in the United States (Tress 1991) , the large numbers emigrating to the United States have been the focus of considerable research (Simon and Simon 1982 , Simon 1985 , Gold 1994 . Of special interest to economists has been the economic adjustment of Soviet emigres in the United States, and especially the importance of explanatory factors such as linguistic capability and education (Chiswick 1993 , Chiswick 1995 . Indeed, beyond analyses of the general case, a great deal of attention has been given to important regional cases such as New York (Horowitz 1993 , Orleck 1987 , Markowitz 1993 .
Although this study focuses on adjustment in the United States, the large number of emigres from the FSU settling in Israel (Sabatello 1994 ) has warranted attention. This attention has focused on both the macroeconomic impact on the Israeli economy (Hercowitz and Meridov 1991) and on microeconomic adjustment. Empirical evidence suggests that the skilled workers from the FSU were unable to sustain their occupational status in the host country (Weiss and Gotlibovski 1994) .
It has been shown (Duleep and Regets 1993) , however, that country-of-origin effects dissipate rather more quickly than earlier thought to be the case, though case studies, for 4 example, Gang and Zimmermann's (1996) study pertaining to Germany, raise doubts on this issue. None of these studies have analyzed which factors contributed to immigrants success in their home country and compared them to the factors influencing success in the host country.
III. Methodology and Data
The analysis in this paper proceeds in two sequential steps. In the first step, we characterize the economic structure of our sample of individuals. Here we examine a number of measures of income change and income mobility in order to compare the initial experience in the sending country and the subsequent experience in the host country. In the second step, we estimate earnings functions in order to examine the impact of a number of background factors (education, family background, employment history) on family income.
Fundamentally, we are interested in the influence of Soviet background factors on earnings in the Soviet Union prior to emigration, earnings in the United States after emigration, and earnings in the United States after a period of adjustment to the market setting. We want to know: 1) if they are doing better or worse?; 2) who is doing better or worse?; 3) why are those who are doing better, in fact, doing better?. The answers to these questions help contribute to our understanding of the role country-of-origin plays in émigrés adjustment to the U.S. labor market. 1 We are able to examine the movement of people in our sample from the socialist Soviet setting to the market-oriented U.S. setting, and analyze the potential impact of labor market transition in the former Soviet Union and potentially in other transition cases. To examine both the Soviet and the U.S. setting, we use the Soviet Interview Project (SIP) and the U.S. 1990
Census (Census). The SIP data reports on a variety of aspects of household behavior of respondents during their lifetime in the Soviet Union through the end of their last normal period (LNP), the date on which they declared their intention to emigrate from the Soviet Union, and information on their initial situation in the U.S. Our study is based upon a sample of 919 (the Blue sub-sample of the SIP data base) for whom both basic and extended household characteristics are known. Of these 919 persons, 51 had to be deleted because fundamental information on them was lacking, so that we have a sample of 882 respondents that we analyze.
In this study, we look at earnings and earnings mobility, examining three years: first, 1980-81. We analyze both groups isolating the same age cohort as that in the SIP sample. Our measure of success in both the Soviet Union and in the United States is household income. 4 In this study we are interested in household income to analyze family decision making.
Where necessary, we convert Soviet Household income to U.S. dollars using a Purchasing Power Parity exchange rate for 1976, then converting to 1983 U.S. dollars. Although the specific dates vary for members of the Soviet sample, we assume that the year 1976 was the end of the last normal period (LNP) for all in the sample.
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IV. Income Distribution and Income Mobility
Why do we want to look at income distribution ? Our initial goal in this study is to in the United States for this same group of individuals. Note that for purposes of income comparisons, we translate rubles to dollars using a purchasing power parity exchange rate.
Estimates of PPP exchange rates for the mid 1970s range from 0.4 to 0.6 Although we present 7 comparisons using both 0.5 and 0.6 as variants, our discussion in the text assumes a PPP of 0.5.
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Evidence on income change is summarized in our measures of poverty levels and observed changes in those levels refer to our sample only.
While it is possible to use appropriate weights to draw conclusions about the general Soviet population, that was not the intent of this study.
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The changes in average income, poverty, and inequality as people move from the Soviet Union and first arrive in the United States hint at a change in the income generating capacities of émigrés. Is it that those who were well off in the Soviet Union are even more well off than their émigré cohort, increasing inequality ? Has the initial shock of moving to the market economy of the United States brought those who were just above poverty in the Soviet Union into poverty in the U.S. ? To gain insight into these issues, we need to examine income mobility among our cohort of émigrés.
The Spearman Rank Correlation Coefficient between the Soviet Union (SIP) and the U.S.
(SIP) of total household income available to individuals is 0.26, indicating some, but not a strong, preservation of the rank order of incomes among our cohort of émigrés. less took on the characteristics of the others in the U.S. economy, however, with noticeably higher average income, more poverty, and more inequality compared to the general U.S.
population.
Quite clearly there is a large amount of mobility within our cohort of émigrés. Those who were most successful in the Soviet Union were not necessarily those who were most successful in the United States. In the next section, we address possible explanations for these observed outcomes.
V. Correlates of Success
Our objective in this analysis is to examine the impact of a variety of factors that explain household income and changes in household income as families moved from the Soviet Union to the United states. We want to know if it is the same factors which explain household income 9 determination for this same group of people when they move from the Soviet Union to the United States. In brief, can we identify the underlying causes of the income mobility picture we describe above ? In Table 2 , we provide descriptive statistics for the variables available from the two data sets.
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In Although the impact of explanatory variables is broadly similar for the different explanatory variables across the four samples, it is possible that either or both the slope and the intercept (that is the equations) differ from one sample to another. Using SIP household earnings in the United States in 1983 as our norm, we tested for possible differences using standard F estimates. This latter evidence suggests that while the impact of Soviet education on earnings was similar at home and initially in the U.S., there was over time a change (increase) in the impact of Soviet education on earnings in the new market setting.
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These findings are important in that they tell us that there are returns to Soviet type education in market settings, though it is more difficult to know whether education is truly capturing an addition to human capital, is acting as a signalling device, or is simply capturing worker attributes such as motivation.
How important was education in the expansion of earnings ? For those in the Soviet
Union in 1976 (SIP data), the attainment of higher education increased household income by approximately 16 percent, while for the same sample after emigration to the United States in 1983, household income increased by 20 percent, though these increases are not statistically different from one another. 14 Turning to the same age cohort in the U.S. census, higher (Soviet) education increased household income for those arrivals in the U.S. (1975) (1976) (1977) (1978) (1979) (1980) (1981) (1982) (1983) (1984) by 68 percent, and for those arrivals in the U.S. (1980) (1981) by 79 percent. Apparently the Soviet system flattened the returns to education across age. These latter increases are statistically different from those of the SIP sample for 1983. These results strongly suggest that there were important benefits in the U.S. market from higher education obtained in the Soviet Union. Thus while education is significant in both settings, it is much more important in the United States. This finding is important since it suggests that the type of education characteristic of the former 11 planned socialist systems can in fact be transferred to new socioeconomic settings. Specifically, as markets are introduced in the formerly Soviet-type settings, we would expect the returns to education to be high. This seems to contradict contemporary observations that people are losing interest in education. 15 However, this apparent lack of interest in education may simply be a result of the general chaos in educational institutions prevailing during the transition period.
The evidence presented in Table 3 is important because it allows us to look at the impact of a number of explanatory variables for an identical set of émigrés in two very different settings of the sending and host countries between 1976 and 1983. In addition, we can, using the comparable cohort derived from the 1990 U.S. census, examine the impact of these variables on Soviets in the U.S. over a longer period of time. Use of the U.S. census, however, limits the available explanatory variables.
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In Table 4 , we provide estimates of earnings functions using additional explanatory variables available in the SIP data base but not available in the Census. As in the estimates presented in Table 3 , we use the log of household income as the dependent variable. Our explanatory variables include those already discussed, and in addition, include potentially important background factors such as parental education (mother and father), ethnicity, military experience, geographic mobility within the Soviet Union, job mobility within the Soviet Union, place of residence at the end of the last normal period, job status in the Soviet Union and finally, city size. Again as in the basic comparisons presented in Table 3 , we compare Soviet earnings in the Soviet Union in 1976 with earnings by Soviets in the United States in 1983.
The results of our broader estimates are presented in Table 4 . The impact of experience is statistically important in the United States, not in the Soviet Union.
Turning to the additional explanatory variables, two broad observations are relevant. First, the impact of the additional variables is limited though with interesting differences. For example, fathers education is significant in the Soviet Union, not in the United States (though they are not significantly different from each other), while mothers education is not important in either case.
18
Migration history is important in the Soviet Union, not in the United States, while job status (low level of initial employment) is important in the Soviet Union. Finally, city size matters in the Soviet Union, not in the United States.
VI. Conclusions
In this study, we have used microeconomic ( We found that while the household income of émigrés from the Soviet Union increased 13 after their domicile in the United States, the degree of inequality increased significantly as did the share of this population experiencing poverty as defined by U.S. poverty norms.
Our evidence shows that as a Soviet émigré entered the U.S. market economy, there were both similarities and differences from the past. Marital status influenced household income in both settings, while gender was statistically important only in the Soviet Union. Understandably, family size mattered in both settings. On the other hand, returns to both education and experience are greater in the United States. These latter effects are important indicators of assimilation into a new and very different setting. Finally, as we moved beyond the basic variables to include additional explanatory variables, there was little difference between impact in the Soviet Union and in the United States, though in general the impact was statistically uneven. Father's education matters, as does migratory history and initial job status, while ethnicity, mother's education and mobility in the Soviet Union do not seem to matter.
Can we say why those who did well in the Soviet Union may differ from those who do well in the United States ? It would seem that in a group of émigrés, there are some who will do well and others who will not, the difference determined by the presence or absence of a variety of conditioning factors. Thus it is inappropriate to characterize the likelihood of success in a new setting simply by identifying country-of-origin. Moreover, to the extent that settings and conditioning factors differ from one case to another, it would seem that achievement in transition settings will be uneven.
Our results contribute to two current policy debates. First, there is an important debate in the migration literature on country-of-origin. The hypothesis that country-of-origin matters is winning converts and beginning to influence public policy. Most studies that look at country-14 of-origin are looking at between group variation. They either assume a dummy variable for country, or capture country-of-origin effects by using proxies such as the average education level of those in the sending country. Our study looks at within group variation -how this group of Soviet émigrés who came to the U.S. at the same time and under the same conditions is doing.
In the extreme version of the country-of-origin hypothesis, i.e. the country-of-origin captures almost everything important about these people, especially their productivity in the U.S., one should find little variation in how members of the same group from the same country are doing.
To the extent that there is in fact variation, it raises questions as to how much one can trust the proxy "country-of-origin" as a determinant of the contributions immigrants will make to the U.S.
economy. Our results suggest that there is large intra-group variation.
A second public policy issue is what we can expect to happen to the distribution of income in transition economies as they move towards a market oriented economy. What will be the determinants of success in the market economy, and how will this success be influenced by the past ? The move of a large group from the Soviet Union to the United States has presented us with an important example in which we can examine income distribution and income generating characteristics of a move to a market economy. 16 In Table 3 , the dependent variable is household income. However, for the LNP and for the 1990 U.S. Census we also have individual earnings and hours worked. We have estimated earnings functions for these two years using individual earnings as the dependent variable and including hours worked as one of the right hand side variables. The results confirm the patterns established in Table 3 . However, as one would expect, the coefficients on marital status and household size were smaller, those on gender and experience larger, while the coefficient for education was unchanged.
17 As suggested by the referees, we also examined a difference equation where the dependent variable is the difference between the log of income in 1983 and the log of income in 1976. These results generally confirm our previous findings presented in Table 4 . Specifically, individual coefficients in the difference equation were not significant. In part, this is because the coefficients from year to year in Table 4 are similar. Also, in the difference equation estimation, the variance of the estimate almost doubles. Government (1993a Government ( , 1993b Government ( , 1993c Marer (1985 .
Notes: To calculate poverty measures, income in the Soviet Union was converted to 1976 U.S. dollars using a purchasing power parity exchange rate (we assume, for everyone, their income in the last normal period in the Soviet Union was for 1976). Next,inflate 1976 U.S. dollars to 1983 U.S. dollars. Use the 1983 U.S. poverty line by household size to see how many people in our sample live in poor households and how poor is the household they are living in (for a family of 3 this was $661.50). Similar adjustments were made for all years. For example, 1990 census, which has income from 1989, we deflate to 1983 prices. Government (1993a Government ( , 1993b Government ( , 1993c Marer (1985 . Source: Authors' calculations from U.S. Government (1993a Government ( , 1993b Government ( , 1993c Marer (1985 .
Notes: Using White's heteroskedasticity-consistent covariance matrix. Using SHAZAM 7.0. * significant at .01; ** significant at .05; *** significant at .10; Standard errors in parentheses. 
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